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SUMMARY 

Processing  as  a  market  outlet  for  vegetables  produced  in  the  Southeast  tradi- 
tionally has  been  secondary  to  fresh  markets.  But  changes  in  areas  of  vegetable 
production  and  increasing  competition  in  vegetable  markets  have  generated  much 
interest  in  the  future  of  the  Southeastern  vegetable  industry.  Current  research, 
therefore,  is  designed  to  evaluate  the  economic  feasibility  of  processing  as  an 
outlet  for  vegetables  produced  in  the  region,, 

The  development  of  the  vegetable  processing  industry  in  the  Southeast  has  been 
characterized  by  substitution,  addition,  and  deletion  of  product  lines.  Nearly  a 
fifth  of  the  plants  were  established  for  processing  fruit,  and  vegetable  lines  were 
added  later.  Most  of  the  other  plants,  when  they  were  first  set  up,  processed  only 
one  vegetable  --  principally  tomatoes,  pimentos,  okra,  or  sweetpotatoes.  By  I960, 
about  half  of  the  plants  processed  only  one  or  two  vegetables,  and  many  also  proc- 
essed fruit,  berries,  pre-processed  vegetables,  or  specialty  products. 

Plants  in  the  7  Southeastern  States  in  I960  processed  476  million  pounds  of 
vegetables  with  a  raw  product  value  of  $16  million.  Sixty-eight  percent  of  this 
volume    was    processed    by    58    canning    plants    and   32  percent  by  1 2  freezing  plants. 

Canners  packed  approximately  11  million  24=303  case  equivalents  of  fresh 
vegetables  with  an  "at -plant -value"  of  $32  million.  Ninety=six  million  pounds  of 
finished  vegetable  product  were  frozen  with  a  value  of  $15  million.  Combined  gross 
revenue  to  the  canning  and  freezing  industries  was  $47  million. 

Deducting  the  cost  of  vegetable  raw  product  and  the  estimated  cost  of  packaging 
materials  from  gross  returns,  the  value  added  in  1960  by  the  vegetable  processing 
industry  was  estimated  at  $18.8  million.  The  ratio  of  value  added  to  returns  from 
finished  product  was  0.37  for  canners  and  0.43  for  freezers. 

The  survey  of  the  vegetable  processing  industry  which  provided  data  for  this 
report  was  conducted  in  the  Spring  of  1961  in  Alabama,  Florida,  Georgia,  Missis- 
sippi, North  Carolina,  South  Carolina,  and  Tennessee.  Sixty=one  firms  operating 
70  processing  plants  cooperated  by  supplying  information  on  their  I960  operations. 
Only  plants  known  to  have  been  processing  fresh  vegetables  in  the  I960  season  were 
contacted  for  interviews. 
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'    THE  SOUTHEASTERN  VEGETABLE  PROCESSING  INDUSTRY: 
LOCATION  AND  NUMBER  OF  PLANTS  -- 
COMPOSITION,  VOLUME,  AND  VALUE  OF  PACK,  I960 


I    By  F.  Wo  WilliamsjrAgr-iGultural  Economist,  Marketing  Economics  Division, 
l—^  Economic  Research  Service,  U.  S.  Department  of  Agriculture, 


and 
M„     B.  iAllenZ  Cooperative   Agent,    Georgia   Experiment   Station,    Experiment,  Georgia 

L — / 

INTRODUCTION 

Production  of  vegetables  in  the  Southeastern  States  traditionally  has  been  pri- 
marily for  fresh  market  outlets,  l/  Though  processing  has  been  secondary  to  the 
fresh  market  as  a  market  outlet  it  has  added  appreciably  to  market  stability.  It 
has  absorbed  surplus  production  that  could  not  be  disposed  of  profitably  through 
existing  fresh  market  outlets.  The  economic  importance  of  processing,  therefore, 
is  proportionately  greater  than  its  share  of  total  vegetable  production  in  the  region 
indicates. 

During  the  years  between  1930  and  1950,  many  new  canning  facilities  were 
established  throughout  the  Southeast,  Many  were  small  operations  that  depended 
on  local  farms  for  supplies  of  raw  product;  since  1 945,  the  fatality  rate  of  these 
small  plants  has  been  high.  At  least  41  in  the  Southeast  failed  between  1 945  and 
I960,  Though  total  volume  of  vegetables  processed  by  them  was  small  relative  to 
national  supply,  their  failure  had  a  serious  impact  on  local  vegetable  producers 
who  often  were  left,  without  an  alternative  market  for  their  produce. 

Total  acreage  devoted  to  vegetable  production  in  the  Southeast  has  declined 
steadily  since  1957  (fig.  1,  table  11)  and  production  has  substantially  decreased 
since  1955  (fig.  2,  table  12).  A  decline  in  the  importance  of  the  vegetable  industry 
in  the  region  is  evident.  But  the  data  given  in  official  reports  emphasize  the  veg- 
etables of  greatest  commercial  importance  in  the  United  States;  they  do  not  include 
several  vegetables  that  have  commercial  importance  for  fresh  market  and  for 
processing  within  the  Southeastern  States. 

The  '  apparent  decline  in  importance  of  the  entire  vegetable  industry  in  the 
Southeast  has  stimulated  interest  in  processing  as  a  potential  outlet  for  a  larger 
share  of  the  vegetable  production.  Interest  has  been  particularly  strong  among 
those  concerned  with  the  economic  development  and  agricultural  stability  of  the 
region.  Farmers,  agricultural  leaders,  and  others  have  suggested  that  the  economy 
of  the  region  and  farm  income  would  be  benefited  by  expanding  processing  operations 
to  supplement  fresh  market  outlets. 


1/    Southeastern  States    in  this    report   include   Alabama,    Florida,  Georgia,  Missis- 
sippi, North  Carolina,  South  Carolina,  and  Tennessee. 
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THE  PROBLEM 

What  is  the  long-run  potential  for  vegetable  processing  in  the  Southeast?  What 
processing  capacity  is  required  to  supply  the  present  and  future  potential  markets 
for  the  canned  and  frozen  vegetables  that  can  be  produced  profitably  in  the  region? 
What  products  offer  the  greatest  opportunities?  To  what  extent  do  opportunities 
exist  for  expanding  regional  and  national  consumer  markets  for  Southeastern  veg- 
etables? What  is  the  relationship  between  fresh  market  prices  and  availability  of 
vegetables  for  processing?  These  questions  exemplify  the  complexity  of  economic 
relationships  involved  in  judging  the  feasibility  of  processing  as  an  outlet  for  veg- 
etables produced  in  the  Southeast,, 

A  sound  decision  by  an  individual,  a  public  agency,  or  a  processing  firm  re- 
garding the  expansion,  contraction,  or  maintenance  of  the  vegetable  processing 
industry  requires  a  careful  appraisal  of  the  many  economic  criteria  on  which  the 
success  of  the  industry  depends.  Evidence  supporting  such  decisions  for  the  industry 
as  a  whole  is  meager. 

The  purpose  of  this  research  program  is  to  provide  an  appraisal  of  the  eco- 
nomic feasibility  of  processing  as  an  outlet  for  vegetables  produced  in  the  Southeast, 
This  requires  research  designed  to  evaluate  production  potentials,  alternative 
markets,  the  relative  profitability  of  investing  productive  resources  in  processing 
operations,  and  present  and  projected  future  markets  for  Southeastern  processed 
vegetables. 

The  specific  objectives  of  this  report  are  to  describe  the  size,  geographic 
distribution,     and    composition  of  the   vegetable   processing    industry   in  the  Southeast. 

This    is the    first    of    a   planned    series    of  interrelated  reports,  each  of  which  will  be 

de signea™-tcr~"cn5nTribute     to     the     overall    objective    of    providing  related  information 
on  which  sounder  decisions  may  be  based. 

Method  of  Study 

A  survey  was  made  of  61  firms  that  operated  70  vegetable  canning  and  freezing 
plants  within  the  7- state  Southeastern  Region  (map  on  cover  page  and  table  1 ). 
Information  was  obtained  through  personal  interviews  with  executives  of  the  firms 
cooperating  in  the  study.  The  survey  was  conducted  in  the  spring  of  1961  and  in- 
cluded all  plants  known  to  process  fresh  vegetables.  Data  were  obtained  for  the 
calendar  year  I960  except  in  a  few  cases  where  data  were  reported  for  the  1960-61 
season.  Firms  that  processed  only  soup,  juice,  condiment,  relish,  pickle,  sweet- 
potatoes  and  fruit,  and  firms  in  other  States  that  procured  their  raw  product  supplies 
in  the  7=  state  area  were  excluded.  Firms  processing  fruit,  juice,  sweetpotatoes, 
and    speciality   products    were    included   only   if  they   also  processed  fresh  vegetables. 

BUSINESS  ORGANIZATION  OF  FIRMS 

The  business  structure  of  the  firms  was  as  follows:  62  percent  were  corporations; 
25  percent,  partnerships;  10  percent,  proprietorships;  and  3  percent,  cooperatives. 
Three  corporations  were  subsidiary  firms  owned  or  controlled  by  a  parent  organ- 
ization. 

Several  national  food  processors  with  general  offices  in  other  parts  of  the 
country  have  subsidiary  plants  in  the  Southeast.  These  plants  were  organized, 
originally,  as  proprietorships  and  later  were  sold  to  national  firms. 
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Table    1. --Number    and    location    of    vegetable    canners    and    freezers, 

7    Southeastern    States,     1960 


State 

Canners 

Freezers 

To 

tal 

:   Firms 

:  Pi 

ants 

:   F 

irm  s 

:  Plants 

:   Firms 

:  Plants 

Number 

1 
15 
16 

1 

7 
5 
8 

Nu 

mber 

2 
15 
18 

1 

7 

5 

10 

Number 

0 
1 
3 
0 
0 
0 
4 

Number 

0 
2 
3 
0 
0 
0 
7 

Number 

1 
16 
19 

1 

7 

5 

12 

Number 
2 

17 

21 

North  Carolina... 
South  Carolina... 

1 

7 

5 

17 

Total 

53 

58 

8 

12 

61 

70 

DEVELOPMENT  OF  VEGETABLE  PROCESSING  LINES 

Many  plants  were  originally  established  to  process  one  product  such  as  tomatoes, 
peaches,  or  pimentos.  Successful  development  of  these  plants  required  adjustments 
consistent  with  changes  in  farm  production,  processing  costs,  and  competitive 
market  structures.  In  most  plants  this  caused  introduction  of  new  products,  sub- 
stitution of  products,  and  in  some  cases  experimentation  to  find  more  profitable 
product  combinations. 

Nineteen  percent  of  the  plants  established  their  operations  for  fruit  processing 
alone  but  later  added  vegetables.  Sixty-three  percent  were  established  with  only 
one    vegetable      product    and,    in    I960,    31    percent    continued  to  process  one  vegetable. 

Tomatoes,  pimentos,  okra,  sweetpotatoes,  green  beans,  and  fruit  were  among 
the  most  popular  lines  when  plants  began  operations  (table  2).  The  wide  variety 
of  vegetables  that  have  been  added  and  discontinued  by  plants  since  their  establish- 
ment  is  shown  in  table  3.  The  principal  vegetables  added  were  green  beans,  field 
peas,  collards  and  mustard  greens.  Plants  that  added  particular  products  are  not 
necessarily  the  same  ones  that  discontinued  them.  Sixteen  plants  reported  that  no 
new  products  had  been  added  since  establishment  and  27  reported  no  products  dis- 
continued. 

Plants  processing  only  one  or  two  vegetable  items  predominated  in  i960  (table  4), 
but  many  of  these  also  processed  fruit,  berries,  pre-processed  vegetables,  and 
specialty  products.  Twelve  of  the  plants  processed  one  vegetable  only  and  had  no 
other  product  lines.  Seven  of  the  12  initially  began  their  operations  with  the  one 
product  processed  in  I960.  The  average  number  of  vegetables  processed  by  all 
plants  in  I960  was  3.8  and  ranged  from  1  to  18. 


VOLUME  AND  COST  OF  RAW  PRODUCT  PROCURED  IN  I960 

Approximately  476  million  pounds  of  raw  vegetables  were  procured  for  proc- 
essing by  canning  and  freezing  plants.  The  estimated  delivered-to-plant  value 
was  $16  million.  Of  the  total  quantity,  68  percent  was  processed  by  canning  plants 
and     32    percent    by    freezing    plants     (table    5).      The  volume  processed  by  individual 


r- 


CD 

,fl 
CQ 
•H 

H 

■3 

-p 

CQ 
CD 

H 

oj 

•H 

bD 

•H 
Fh 

o 

CD 
Fh 
CD 
> 

CO 

-p 
d\ 

05  HI 
H 

ft  co 

CD 

fl  P 

CD     03 

•5  ^ 

CO     fl 

s   fl 

CD     CD 

p  p 

•H     CO 

cd 

d  CD 

CD  ,fl 

•H  P 

<+H  3 

•H  O 

O  CO 

CD 

ft 

CO 

bD 
S3 

•H 
CO 
CO 
CD 
O 
O 
Fh 
ft 

co 
P 

3 

rP 
ft 

<P 
O 

u 

CD 

I 
i 

i 

CVJ 

CD 
H 

■s 

Eh 


n3 

*S 

P>  H 

2  O 

O  fl 

CO  cd 

o 


P  H 
fl    O 

O    fl 

S      03 

O 


bO 
Fh 

o 

CD 

O 


HW0JHW00^LAmWHWqfOHH44OOH44HW 

1-1  H  r-{  H    CVJ  CM 


H 


o3 

Fh 

d 

CD 

•H 

rO 

i  i  i 

Fh 

■  i  i 

o 

3 

i  i  i 

H 

a 

N 

I    CVJ 


I  00     |    CM    H   CVJ  -4"   H   CM      I    CVJ   CVJ      IVOHCVJVO      I       I 

II  II  ll 


i    H     i    oo  H 


■      ■  i      i  i      i  i  i 

'       I    CM      I       i    H      I       IHCVJ      iHCMH      I 
I       I  I       I  I       I  I  | 


l  I  I 

I    H  CVJ    H      I    H      l  -4-   H 
■  l  I 


1     1     1 

1      1      1    H  H  H 
1      i      i 

i 

1    H   H   LT\  H 

i 

I  I 

i    rn    i   H 
i  i 


i    H 


i    H 


I    H 


i  i 

I    HVO     I    H 


i 


i 


1      1     1 

i      1      1    CVJ   H   [— 
1      i      1 

i 

l    H 

l 

I  I  I 

i   on  m    i   h  C—    i 
i  i  i 


I     iH    LTN 


H 


CO 


I     LT\      J 
I  I 


H 


i    H 


co  •     • 

o3  •     • 

CD  •      • 

ft  •       • 

CD  •      • 

i>i  CD     CO 

CD  bO  P 

X  Oj     O 

O  P       fl 

o3  £>    fl 

H  td    cO 

moo 


fh 
o 

H 

flf 
•H 
H   H 

2  H 

cti    O 

o  o 


CO 

fl 

CD 
CD 
fl 
bD 

<d 
Fh 
oi 


ft  rQ 


H 

CD 


fl 

Fh 

O   -H 
O   h 


ra 

CD 
O 
P 

o3 
p 

o 

ft 

co 
■H 
Fh 


fl 
CD 
CU 
Fh 


co 
fl 
CD 
CD 
Fh 
bO 


ra 

• 

Fh 

• 

en 

o 

P 

01 

CQ 

3 

to 

fl 

O 
■H 

o  o 


a  ,fl 
aj    co 
fl    aj 
•H    2     . 
ft  ^> 
CO  CO  CO 


co  co 
Fh  CD 
CD  O 
ftP 
ft  03 
CD  P 
ft  O 
ft 


P 
CD 
CD 


CQ 

p 

O 

o 
Fh 

ft 
•H 

Fh 


cq      • 

a    • 

CD  • 
CD  • 
Fh  • 
b0\ 
CM 
ft 

•H    P 
fl    -H 

h  ? 


|t3  on  I 

O 


Fh 
CD 

P 


CO  o 


p 

a 

d 

rd 

0 

Fh 

ft 

CD 

fl 

O 

fl 

en 

A 

p 

a.) 

Fh 

Q 

0 

t3 

cd 

CO 

M 

CD 

V 

0 

rM 

ft 

(1) 

B 

O 

CQ 

CD 

o 

fl 

•H 

CO 

(1) 

i> 

•H 

P 

■H 

Tj 

tj 

• 

• 

en 

CO 

co 

CD 

a 

p 

■H 

CD 

o 

Fh 

p 

a 

fl 
a; 

•H 

CD 

,-a 

!>* 

fl 

p 

01 

CO 

•H 

a; 

1-1 

co 

'-a 

03 

+J 

fl 

•H 

fl 

rH 

o 

3 

o 

a; 

H 

fl 

ft 

Ph 

H 

co 

H|CVJ|0O| 


-  9  - 


Table  3  —Number  of  plants  adding  and  discontinuing  selected  vegetable 
items  since  initial  operation,  7  Southeastern  States 


Vegetable 


Adding  Discontinuing 


Blackeye  peas : 

Br  occol  i »...: 

Collards . •  '• 

Corn : 

Field  peas : 

Green  beans : 

Irish  potatoes : 

Kale : 

Lima  beans : 

Mustard  greens : 

Okra : 

Pimientos . '• 

Spinach '• 

Squash : 

Sweet  peppers : 

Sweetpotatoes :  7 

Tomatoes :  12  10 

Turn  ip  roots •>•  :  7  4 

Turnip  greens :  12  -> 


Number 

10 

3 

16 

4 

16 

17 

14 

8 

2 

15 

9 

5 

8 

14 

3 

7 

12 

7 

12 

Number 


canning  plants  ranged  from  4,000  to  38  million  pounds  and  by  freezing  plants  from 
300,000  to  45  million  pounds.  The  average  volume  per  canning  plant  was  5,6  million 
pounds  and  per  freezing  plant  12.5  million  pounds. 

More  than  70  percent  of  the  industry  volume  was  processed  by  25  percent  of 
the  plants  and  10  plants  accounted  for  more  than  60  percent  of  the  total  raw  product 
processed  (fig.  3).  The  20  smallest  volume  plants  processed  less  than  three  percent 
of  the  total  raw  product. 

The  relative  economic  importance  of  individual  vegetables  as  a  percentage  of 
the  total  volume  procured  in  I960  was:  Green  beans,  19  percent;  tomatoes,  16  percent; 
pimentos,  10  percent;  and  Irish  potatoes,  7  percent  (fig.  4,  table  6).  These  four 
vegetables  comprised  52  percent  of  the  total. 

In  volume  of  vegetables  procured  Tennessee  was  the  leading  State  in  the  region 
(fig.  5  and  table  6).  The  total  in  individual  States  ranged  from  a  high  of  183  million 
pounds  in  Tennessee  to  a  low  of  3.5  million  pounds  in  South  Carolina.  Eighty-three 
percent   of  the   total   volume  was  bought  by  plants  in  Tennessee,  Georgia,  and  Florida. 

Kinds  of  vegetables  procured  for  processing  varied  among  States.  Plants 
in  Tennessee  procured  the  greatest  volumes  of  green  beans,  blackeye  peas,  collards, 
mustard,  okra,  and  turnip  greens.  Plants  in  Georgia  led  in  volume  of  field  peas, 
Irish  potatoes,  pimentos,  and  squash.  Plants  in  Florida  led  in  tomatoes  and  spinach, 
and  plants  in  North  Carolina  procured  the  largest  share  of  sweet  peppers. 
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PERCENTAGE  OF  TOTAL  RAW  PRODUCT  PROCURED 

BY  VARIOUS  PERCENTAGES  OF  THE  TOTAL 

NUMBER  OF  PROCESSING  PLANTS 


7  Southeastern  States,   i960 


%  OF  TOTAL  RAW  PRODUCT  UTILIZED 


U.   S.    DEPARTMENT  OF   AGRICULTURE 


100 


40  60 

%  OF  PLANTS 

NEC   ERS   832-62(1)        ECONOMIC    RESEARCH    SERVICE 


Figure  3 
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Table  5.- 


-Raw  product  procurement  by  type  of  processing,  70  plants, 
7  Southeastern  States,  I960 


Veget abl e 


For  freezing 


:  Pounds  Percent 

Blackeye  peas :  23,407,953  97 

Cabbage :  --  0 

Collards :  6,294,200  74 

Corn :  350,000  6 

Field  peas  1/ :  10,542,715  40 

Green  beans :  31,966,290  35 

Irish  potatoes....:  11,793,000  36 

Kale :  3,222,450  61 

Lima  beans :  5,241,000  87 

Mustard  greens....:  5,594,845  50 

Okra :  16,040,100  80 

Pimientos :  —  0 

Spinach..... :  6,657,740  60 

Squash :  5,726,000  61 

Sweet  peppers  2./..:  246,357  1 

Sweetpotatoes :  1,750,000  8 

Tomatoes :  —  0 

Turnip  roots :  3,031,900  100 

Turnip  greens :  17,012,640  55 

Other  3/ :  1  ,  069  ,  900  51 

Total :149,947,090  32 


Fo 


r  canning 


Total 


Pounds 


20, 

2, 

5, 

15, 

59, 

20, 

2, 

8 

5, 

4, 

49, 

4, 

3, 

18, 

21, 

76, 


640, 
000, 
207, 
340, 
925, 
676, 
532, 
058, 
06,8 
687, 
002  , 
580, 
421  , 
726, 
228, 
324, 
845, 


000 

000 

965 

000 

000 

620 

200 

000 

00 

315 

000 

790 

270 

000 

000 

000 

591 


13, 752,275 
1  ,028,000 


Percent 

3 
100 

26 

94 

6  0 

65 

6  4 

39 

13 

50 

20 
100 

40 

3  9 

99 

92 

100 

0 

45 

49 


Pounds 


24, 047 
20,000 

8,  502 

5,  690 
26,467 
91,642 
32  ,325 

5,  280 

6,047 
11  ,  282 
20, 042 
49 ,580 
11,079 

9  ,452 
18 , 474 
23,074 
76,845 

3,031 
30,  764 

2,097 


,953 
,000 
,165 
,000 
,715 
,  910 
,  200 
,450 
,800 
,160 
,  100 
,  790 
,010 
,000 
,357 
,000 
,591 
,900 
,915 
,  900 


325, 781 ,826 


68 


475,  728,916 


1_/    Includes    lady    peas,     white    acre    peas,     cream    peas,     and    crowder    peas. 

_2_/    Also    includes    bell    and    green    peppers. 

3./    Includes    broccoli,     cauliflower,     egg    plant,     onions,     and    rutabagas. 

Raw  product  utilization  reported  by  plants  in  the  various  States  should  not  be 
construed  to  indicate  the  State  or  area  in  which  the  vegetables  were  grown.  Many 
plants  obtained  their  raw  product  from  several  adjacent  States  and,  in  some  cases, 
from  production  areas  scattered  throughout  the  United  States.  A  detailed  analysis 
of  the  methods  and  geographic  areas  of  raw  product  procurement  is  to  be  published 
later. 

The  cost  of  raw  product  shown  in  table  7  reflects  costs  incurred  by  processors-- 
it  includes  amounts  paid  to  growers,  cost  of  transportation  from  farm  or  assembly 
station  to  the  plant,  and  brokerage  and  commission  fees,  if  paid,, 

The  relative  importance  of  different  vegetables  changes  when  cost  or  value, 
rather  than  volume,  is  considered.  Green  beans  remain  the  leading  vegetable, 
followed  by  pimentos,  tomatoes,  and  field  peas.  Payments  for  these  four  vegetables 
amounted  to  65  percent  of  the  total  payments  for  raw  product,,  The  relative  position 
of  the  States  remain  the  same  whether  comparing  volume  or  cost  (table  7). 

Many  of  the  plants  operated  a  variety  of  product  lines  other  than  vegetables. 
All  firms  processed  fresh  vegetables  and  35  of  them  processed  vegetables  only; 
23  also  had  fruit  lines,  one  processed  meat,  and  one  seafood. 
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PERCENTAGE  CONTRIBUTION  OF  SELECTED 

VEGETABLES  TO  TOTAL  VOLUME  OF  VEGETABLE  RAW 

PRODUCT  PROCESSED  AND  TYPE  OF  UTILIZATION 

70   Processing   Plants,  7  Southeastern  States,   1960 

PERCENT 

8  12 

tt~    ~r  ~jz 

GREEN  BEANS 
TOMATOES 
PIMIENTOS 
IRISH  POTATOES 
TURNIP  GREENS 
FIELD  PEAS 
BLACKEYE  PEAS 
SWEETPOTATOES 

OKRA 

CABBAGE 

SWEET  PEPPERS* 

MUSTARD  GREENS 

SPINACH 

SQUASH 

COLLARD  GREENS 

LIMA  BEANS 

CORN 

KALE 

TURNIP  ROOTS 

OTHERA 


*     ALSO  INCLUDES   3ELL  AND  GREEN  PEPPERS. 

A    INCLUDES    BROCCOLI,   CAULIFLOWER,   EGG  PLANT,   ONIONS,  AND     RUTABAGAS. 


U.   S.    DEPARTMENT   OF   AGRICULTURE 


NEG.    ERS    833-62(1)        ECONOMIC    RESEARCH    SERVICE 


Figure  4 
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PERCENTAGE  OF  TOTAL  VEGETABLE  RAW 
PRODUCT  UTILIZED  BY  STATES 


7  Southeastern  States,  i960 


TENN. 


GA. 


FLA. 


ALA. 


N.  C. 


MISS. 


S.    C.  I  0.75 


U.  S.    DEPARTMENT  OF   AGRICULTURE 


38.47 


NEG.    ERS   834-62(1)        ECONOMIC    RESEARCH    SERVICE 


Figure  5 


The  contribution  of  each  type  of  raw  product  to  the  total  volume  of  all  firms 
is  shown  in  figure  6.  In  some  firms  vegetables  comprised  as  little  as  10  percent 
of  the  total  raw  product.  In  addition  to  the  476  million  pounds  of  fresh  vegetables 
processed,  the  firms  processed  123  million  pounds  of  fruit,  6  million  pounds  of 
meat,  and  300  thousand  pounds  of  seafood.  Included  in  "other"  are  about  1.5  million 
pounds  of  peanuts.  Combining  all  types  of  raw  product,  the  70  plants  processed  a 
total  of  606  million  pounds  in  I960. 


TYPE  OF  CONTAINERS,  VOLUME,  AND  VALUE  OF  I960  PACK 

Canned  vegetables  were  packed  in  a  wide  assortment  of  can  and  glass  jar  sizes 
ranging  from  the  2-ounce  pimento  jar  to  Number  10  institutional  size  cans.  The 
most  commonly  used  type  of  pack,  the  Number  303  can,  hence  all  canned  pack-out 
data  were  converted  to  cases  of  24-303's.  2/ 

Frozen  vegetables  were  packed  in  containers  ranging  in  size  from  4~ounce 
packages  to  60-pound  bulk  packages.  The  most  common  packs  were  cases  of  24=10 
ounce  and  12-2  l/2  pound  packages. 

Canners  in  the  7  State  area  packed  approximately  11  million  cases  of  vegetables 
valued  at  $32  million.  3/  Freezers  packed  96  million  pounds  of  frozen  vegetables 
valued  at  $15  million  (table  8). 


2/    Conversion    factors    were    obtained    from    The    Almanac    of  Canning,  Freezing, 
Preserving  Industries,  I960  Edition,  Edward  E.  Judge,  Westminister,  Md. 
3/  Estimated  wholesale  value  at  plant. 
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RAW  PRODUCT  PROCUREMENT  AS  A 

PERCENTAGE  OF  TOTAL  VOLUME 

OF  RAW  PRODUCT  PROCESSED 

By  70   Canning    and  Freezing   Plants,  7  Southeastern   States,    1960 
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Figure  6 


The  most  important  canned  vegetable  in  volume  and  value  was  green  beans. 
Canned  tomatoes  were  second  in  volume,  followed  by  sweetpotatoes  and  pimento s, 
The  value  of  pimentos  was  second  to  that  of  green  beans.  Green  beans,  tomatoes, 
sweetpotatoes,  and  pimentos  were  the  most  important  contributors  to  the  total 
volume  (64  percent)  and  value  (69  percent)  of  the  vegetable  pack. 

The  product  emphasis  differed  for  frozen  vegetables.  Green  beans  still  led  all 
others  in  volume  and  value.  The  volume  and  value  of  okra,  blackeye  peas,  and  turnip 
greens  were  more  prominent  in  the  frozen  than  in  the  canned  form. 

When  the  values  of  canned  and  frozen  vegetables  are  combined,  green  beans  show 
the  greatest  contribution,  followed  by  pimentos,  tomatoes,  and  field  peas.  Thirteen 
products,  each  having  a  value  exceeding  $1  million,  accounted  for  90  percent  of  the 
value  of  all  processed  vegetables  in  the  Southeast  (table  8), 

The  relative  importance  of  each  State  in  volume  and  value  of  the  vegetable  pack 
is  shown  in  table  9.  Tennessee  led  all  States  in  quantity  and  value  of  both  canned  and 
frozen  vegetables.  Although  Florida  canners  packed  a  larger  number  of  cases  than 
Georgia  plants,  value  of  the  Georgia  pack  was  greater.  This  is  a  result  of  the  high 
unit  value  of  pimentos,  which  were  a  large  part  of  the  Georgia  pack. 

Survey    respondents   were    asked   what   percentage    of  their    gross  revenue  in  I960 
was    derived  from  vegetables,  fruits,  meats,  seafood,  and  other  products.     Vegetables 
made    the    largest    contribution    to    revenue    and    fruits   were  second,     (fig.  7).     This 
differs    from    th    relative    importance    of  volume   of  vegetables  and  fruits  processed 
by  plants  as  shown  in  figure  6. 
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Table    9. --Volume    and    value    of    canned    and    frozen    vegetables    packed, 
70    plants,     by    state,     7    Southeastern    States,     1960 


Canned             :            Frozen 

State 

Cases           Value         Pounds          Value 
:   2  4  -  3  03 's  :               :                : 

:    Number         Dollars        Number        Dollars 
:        1/               1/ 

:   2,325,485       5,790,535          1/              1/ 

:   2,135,959       8,738,657    25,335,500      3,840,893 

North  Carolina.. 
South  Carolina.. 

1/                                    1/ 
:   1,453,838       3,610,125 
:     208,374         560,013 
:   3.009,939       8,431.496    57,143.916      8.637.640 

Total 

:  10,674,394      31,947,176    96,172,806     14,964,553 

!_/    Publication    of    data    would    reveal     individual    plant    operations. 


Proportionate  contributions  to  revenue  were  used  to  derive  estimates  of  the 
total  value  of  all  products  processed  in  the  70  plants.  Total  value  of  all  products 
was  estimated  at  $55  million.  Of  this  amount,  vegetables  and  vegetable  products 
accounted  for  $48  million;  fruit  and  fruit  products,  $6.4  million;  other  products, 
$0.6  million. 


VALUE  ADDED  BY  PROCESSING 

The  concept  of  "value  added"  as  a  barometer  of  economic  activity  in  its  relation 
to  economic  development,  has  received  increased  emphasis  in  recent  years,  especially 
in .appraising  contributions  of  "agri-business,"  that  is,  enterprises  interdependent 
with  agricultural  production. 


The  difference  between  cost  of  raw  product  and  value  of  the  finished  product  is 
defined  as  the  value  added;  it  is  attributable  to  manufacturing  processes.  For  long- 
run  survival,  the  revenue  of  a  firmer  an  industry  must  be  sufficient  to  cover  the  costs 
incurred  m  obtaining  all  productive  goods  and  services  required  in  its  operation, 
inese  costs  must  include  a  fair  return  to  land,  labor,  capital,  and  management. 
In  vegetable  processing  as  in  other  enterprises,  this  "fair"  return  must  be  measured 
in  terms  of  the  returns  that  these  resources  would  command  if  employed  in  any 
available  alternative  use. 

In  vegetable  processing,  the  cost  of  raw  vegetable  product  and  the  cost  of  packaging 
materials  can  be  considered  as  the  variable  inputs  to  which  the  processing  operation 
contributes    value.     These  inputs  are  expendable  or  consumed  as  final  product.     Sugar 

"HrfVyrUPS'  and  °ther  additives  must  a1"  be  included  as  consumable  inputs.  Such 
additives  represent  relatively  insignificant  costs  in  processing  most  of  the  products 
listed— they  are  not  included  in  the  analysis. 

cause    of    mixes    of    products   packed,    such   as    green  beans  and  potatoes,  okra 
and  tomatoes,    and   okra,    corn,    and  tomatoes,    it   was  not  possible  to  follow  individual 
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WHOLESALE  VALUE  OF  PACK  AS  A 
PERCENTAGE  OF  TOTAL  VALUE  OF  PACK 

At  70   Canning    and  Freezing   Plants,  7  Southeastern  States,    I960 
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Figure  7 

raw  products  through  to  returns  for  each  product.  In  determining  value  added  for 
product  mixes,  the  raw  product  cost,  cost  of  packaging  materials,  and  returns  from 
finished  product  were  allocated  proportionately  to  the  individual  vegetables  comprising 
the  mixes. 

The  total  value  added  by  the  vegetable  processing  industry  in  the  Southeast  in 
I960  was  about  $18.8  million,  (table  10).  Of  this  amount,  canning  contributed  $12.4 
million  and  freezing  $6.4  million.  The  ratios  of  value  added  to  returns  from  finished 
product  averaged  0.37  for  canned  vegetables  and  0.43  for  frozen.  This  indicates 
that  canners  realized  a  margin  of  37  percent  of  their  gross  returns  to  cover  the  cost 
of  labor,  capital,  and  management  invested  in  the  processing  operation,  compared 
with  43  percent  for  freezers. 
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IMPLICATIONS 

Several  large-scale  national  food  processors  have  established  subsidiary  vegetable 
processing  plants  in  the  Southeast.  Such  actions  have  notable  economic  implications 
for  the  vegetable  industry  of  the  region.  Many  vegetables  grown  in  the  Southeast, 
such  as  pimentos,  field  peas,  okra,  and  several  leafy  greens,  are  not  produced  in 
volume  in  any  other  section  of  the  country.  Most  of  the  Nation' s  supply  of  such 
vegetables  is  dependent  upon  Southeastern  production.  In  their  efforts  to  provide 
customers  with  a  complete  line  of  processed  vegetables  and  to  expand  their  markets, 
national  processors  and  distributors  must  rely  on  Southeastern  processing  as  a 
source  for  many  items. 

The  processing  of  both  fruits  and  vegetables  in  a  single  plant  is  common  among 
Southeastern  processors.  In  some  plants,  fruit  processing  is  the  predominant 
operation,  in  others,  vegetables.  Regardless  of  which  product  predominates,  fruit 
and  vegetable  processing  are  complementary  operations  in  many  areas  which  produce 
both.  Such  combined  operations  have  been  suggested  as  a  means  of  promoting 
greater  efficiency  in  utilizing  plants,  equipment,  and  labor  as  well  as  providing  buyers 
a  wider  choice  of  products. 

The  average  volume  of  vegetables  processed  by  freezing  plants  in  I960  was 
greater  than  the  average  volume  reported  by  canning  plants.  Evidence  indicates 
that  the  volume  of  frozen  vegetables  will  likely  increase  further.  The  optimism  of 
freezer  operators  is  indicated  by  recent  expansion  of  freezing  facilities  in  Tennessee 
and  Georgia. 

The  freezing  industry  in  the  region  has  made  rapid  progress  in  the  relatively 
few  years  of  its  existence.  In  I960,  97  percent  of  the  fresh  blackeye  peas,  80  percent 
of  the  okra,  74  percent  of  the  collards,  and  a  majority  of  several  other  vegetables 
processed  in  the  Southeast  were  frozen. 

Vegetable  processors  in  the  Southeast  apparently  are  well  aware  of  the  importance 
of  expanding  their  operations,  both  in  length  of  processing  season  and  in  number  of 
products  packed.  This  is  evident  in  the  trend  among  processors  to  extending  the 
area  from  which  they  buy  raw  vegetables.  Obtaining  supplies  from  an  increasingly 
larger  area  benefits  the  processor  by  (1)  allowing  him  to  operate  his  plant  for  a  longer 
period  of  time  each  year,  (2)  adding  to  the  number  of  products  packed  by  taking 
advantage  of  longer  production  seasons,  and  (3)  permitting  more  selectivity  in 
improving  product  quality.  Costs  of  transportation  and  product  perishability  are 
of  course  factors  which  limit  procurement  areas. 

Extending  the  operating  season  and  increasing  the  number  of  products  packed 
tend  to  reduce  costs  per  unit  of  output  by  increasing  the  quantity  of  output  to  which 
fixed  costs  are  allocated.  If,  by  increasing  the  volume  of  pack,  processors  can 
reduce  the  fixed  costs  per  unit  of  output  more  than  unit  variable  costs  are  increased, 
the  net  result  will  be  a  reduction  in  total  production  costs  per  unit  of  finished 
product.    4/ 

57  Fixed  costs  include  investment  in  land,  buildings,  equipment,  taxes,  insurance, 
and  any  other  costs  which  do  not  vary  within  a  season  with  volume  of  production, 
and  are  incurred  whether  or  not  the  plant  operates.  Variable  costs  are  those  which 
are  dependent  upon  and  vary  with  the  volume  of  pack  and  include  labor,  raw  vegetable 
supplies,  cans  (or  frozen  food  containers),  labels,  shipping  cartons,  additives, 
utilities,  and  selling  costs. 
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In  addition  to  its  influence  on  costs,  increasing  the  volume  and  number  of 
products  packed  may  directly  affect  marketing  of  finished  products.  Emphasis  in 
marketing  is  increasingly  on  large-scale  buying  by  retail  food  chains.  Buyers  for 
chain  stores  look  to  those  processors  who  can  supply  in  volume  a  fairly  complete 
line  of  good  quality  vegetables.  Small=lot  buying  by  wholesale  firms  and  independent 
buyers  is  apparently  declining  as  chain  stores  increase  their  share  of  the  retail 
food  market.  Small  processors  packing  only  a  few  products  face  increasing  difficulty 
in  finding  satisfactory  markets  for  their  packs. 
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